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CHAPTER 5

GRANTS AND COOPERATIVE AGREEMENTS

0501 OVERVIEW

050101. Purpose.This chapter prescribes the guidance toftowed by DoD
Components to account for and control grants and cooperative agreements. Other guidance on
grants and cooperative agreements is contain&€&bih 3210.6-R, “DoD Granand Agreement
Regulations.”

050102. General

A. DoD grantsand cooperative agreements #&gderal assistance agreements
under which payments in cash and/or in kiade made forspecified purposes. Thamajor
difference betweegrants and cooperative agreementshat grants ar@ssistance awards for
which no substantial involvement is anticipateetween the Department @fefense and the
recipient during performance tiie contemplatedctivity, whereas cooperative agreements may
require substantial involvementHowever, the accounting treatment for theo types of
agreements isimilar. Recipients oDoD grantsand cooperative agreemeimslude individuals,
nonprofit organizations, local arstategovernmentsU.S. territories,and federally recognized
tribal governments.

B. DoD grantsand cooperative agreememglude formulagrants to states
and project grants fofl) construction ofarmories andther major projects, (2)military base
reuse studies ammbmmunity planning(3) impact assistance for areas affectedh®y East Coast
Trident Program, an(#) cooperativeagreements placed under theD Procurementechnical
AssistanceProgram. Grants and cooperative agreementsotlonclude (1) technical assistance
programs thatprovide services instead ahoney; (2) contracts that are entered into and
administered under procurement laws and regulations; and (3) agreements under which only direct
cash assistance to individuals, a subsidy, a loan, a loan guarantee, or insurance is provided. Under
the ForeignMilitary Financing program the DoD accounts for gramede to foreign nations
allied tothe UnitedStates. These grants provide thHmancing toU.S. allies for acquisition of
U.S. military articles, services and training=inancial policiedor these grants are described in
Volume 15 of this regulation.

C. The acceptance of an assistance award from the DepartmBefenise
creates degal duty on thepart of therecipient to usethe available funds orproperty in
accordance with the terms and conditions of the assistance agre&agmentsnay bemade in
advance or as reimbursemdat either workperformed or costéncurred by awardeesThis
Chapter provides guidance figsuing advances tgrantees. Recipientge required to return to
the Department oDefense(1) the unused balances of advance paynmamards (plus earned
interest,unless recovery is prohibited Istatute), (2)any funds improperly appliedand (3)
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property orfacilities purchased or otherwise madeailableunder the conditions of the awards,
unless legal title thereto is vested unconditionally in the recipient by the terms of the award.

D. Authoritative requirements for theniform administration ofgrants and
cooperative agreements are contained DoD 3210.6-R, “DoD Grantand Agreement
Regulation,” theOffice of Managemenand Budget (OMB)Circular No. A-102, “Uniform
Administrative Requirementfor Grants-in-aid toState and Local Governments” and OMB
Circular No. A-110, “Uniform Administrative Requirementfor Grants and Agreementsith
Institutions of Higher Education, Hospitals, adther Nonprofit Organizations.” The “Catalog
of Federal Domestic Assistance,” updasethually bythe OMB and thdJ.S. General Services
Administration, is the basic reference source for DoD assistance programs.

0502 ACCOUNTING STANDARDS FOR GRANTS AND COOPERATIVE AGREEMENTS

050201. Accounting for @oD grant or cooperative awardegins with the
execution of an agreement or the approval opplication orsimilar documentwhich sets out
the amount and purpose of the award, the performance period, the obligations of the parties to the
award, andother terms. Aegal obligation to disbursthe assistance funds, in accordangg
the terms of the agreement, occurs upon execution of an agreement or an approval of an
application or similar document.

050202. Advance payments taward recipientshall beaccounted for aadvances
by the DoD Component until the recipient has performed under the award or contract.

050203. When therecipient has performed undeghe grant or cooperative
agreement, th®oD Componentshall record anexpense in an amount equal to tdust of the
services performed or cost incurred and reduce the advance account by a like amount.

050204. Payments tcaward recipients aseimbursemenfor work performed or
costs incurred shall be accounted for as expenditures and as expenses incurred, or as reductions of
liabilities if the expenses were recorded previously.

050205. When title to assets acquired by award recipients veststhsith).S.
Government, th&oD Componentshall establistappropriate general ledger accounting control
and property records, andclude the assets in itfinancial statements. The assedlall be
recorded atacquisitioncost to the awardecipient and depreciated in accordance with the
guidance stated in chapters 1 and 6 of Volume 4.

050206. A refundeceivable shall be establishedthg DoDComponent to recover
all expenses upon a determination that a recipient has failed to meet the requirements of the grant.

050207. At the termination of a grant or cooperative agreerherds unused or
improperly applied bythe recipientshall be established as accountreceivable bythe DoD
Component.
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050208. Guidance tagecord the relatedbligations, advances to grantees, and
expensing ofrants is provided in Chapter 16 of Volume 3, and Chapters 5 and 7 of Volume 4 of
this Regulation.

0503 ACCOUNTING FOR GRANTS

050301. Table 5-1 illustrateshe mostcommon entries associated with grants
awarded by DoD Components.

0504 FINANCIAL MANAGEMENT FOR GRANTS AND COOPERATIVE AGREEMENTS

050401. The Defense Finance and Accounting Service shall ensure the availability of
a financial management information system capable of recording and monitgrang and
cooperative agreement transactions and providing, by transaction, a delineation of federal and
awardee shares of prograrosts. Thesystem shall enablthe DoD Component toidentify
quickly the basiccategories of fundsvolved, along withthe relatecbbligation and expenditure
rates, and provide foensuring fundavailability prior to awardingfinancial assistance and
obligating funds.

050402. Projected cash requirements shall be obtained from major awardees no later
than the receipt of thiaitial request for funds. The projectiosisall identifythe times, amounts,
and purposes fawhich cash is needed; be reviewed apgroved by program offials; and be
recorded in the financial management information system.

050403. Requests for cash advanebsall be compared to the projectedash
requirements before disbursemesits made. Reasons fignificant variationdetween requests
for advances and projected cash requiremsemasi bedetermined and, if necessary, adjustments
made. Advancesnay bemade coveringnany awards tofacilitate cash management and to
simplify accounting for both theecipient andhe Federal Government. The advansiesll be
liquidated based upon reports of expenditures and the return of funds

050404. Expenditureeports, by awardshall be prpared as aneandor comparing
planned with actual expenditure oD Component program anithancial management staffs
shalldeterminethe causes dany significant variancesnd adjust planned and actual expenditures
as needed. The reporsball bereviewed for eidence of performance and reconciled with
requests for advancpayment and reimbursement. Awardedsll be notified ofpotential
overdrafts andynless additional fundsre made availableghe approximate date avhich federal
funds will expire.
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ACCOUNTING ENTRIES FOR GRANTS

1413 Advances to Grantees
Cr 1012 Funds Disbursed
To record authorized advance payments to award recipients.

6123 Grants, Subsidies, and Contributions
Cr 1413 Advances to Grantees
To record recipient's performance under the grant or cooperative
agreement.

6123 Grants, Subsidies, and Contributions
Cr 1012 Funds Disbursed
Cr 1413 Advances to Grantees
To record payments to award recipients as reimbursement for wor
performed or costs incurred.

1710 Land
1730 Buildings
1740 Other Structures and Facilities
Cr 1012 Funds Disbursed
Cr 1413 Advances to Grantees
To record the vesting of title in the government of fixed assets acq
by award recipients.

1316 Refunds Receivable-Public
Cr 6123 Grants, Subsidies, and Contributions

To record a receivable to recover all expenses upon a determitiation

a recipient has failed to meet the requirements of a grant.

1316 Refunds Receivable-Public
Cr 1413 Advances to Grantees
Cr 1710 Land
Cr 1730 Buildings
Cr 1740 Other Structures and Facilities
Cr 6123 Grants, Subsidies, or Contributions
To record at the termination of a grant or cooperative agreement

unused funds or funds that were improperly applied by the recipient.

TABLE 5-1

)

lired
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050405. Disbursements, whether by checketactronic funds transfesshall be
timed tominimize Treasury’sfinancingcostsand thetime elapsing betweethe transfer of funds
from the U.S.Treasury and subsequent disbursementhieyrecipient for progranpurposes.
DoD Component systemshall ensure thatdisbursementsre controlled in accordanaosith
guidance contained in chapter 2 of Volume 4.

050406. DoDComponents areesponsibldor ensuringhatcash isnot disbursed to
and/or maintained byawardees in excess of theimmediate disbursememteeds. DoD
Componentsshall take remedial steps such aswitching to the reimbursement method of
financing, reducinghe size of payments, or denying paymeeatuestsuntil recipients exhaust
excess funds if a lack of performandeetates, if therecipient persistently maintains excessive
balances of Federal cash, othié recipientdoes notstablishadequate cash control procedures.
Systems, procedures, anelportsshall bedesigned to ensurthat excess balancesre readily
identified and promptly turnedver to the Department of the Treasury. Interest charges on
excess balances shall be levied and collected as authorized by law.

050407. When theeimbursement method dinancing is used, payment to the
recipient should be made within 30 days after receipt of the billing.

050408. DoDComponentshall maintairappropriate records of property acquired
by recipients for which title rests or may rest with the U.S. Government.

0504009. Financialand compliance audits of recipients of assistaweards shall be
conducted in accordance with OMB guidance. Appropriate actions, suelihslding new
awards and/ordelaying paymentsshall be considered when awardedal to comply with
applicable requirements.

050410. Amounts due as a result of a sustained &ndihg shall berecorded
promptly upon entitlement as accountreceivable. The transacti@tcurs, forexample, when
an auditreport isissued for matters fowhich the auditor is authorized tmake the final
determination. The receivaldball berecorded even though tlkecision to collect is subject to
administrative appeal or litigation by persangside the agencylnterest, at the ratprescribed
in the "TreasuryFinancialManual," shall begin toaccrue no later than 3faysafter the date the
auditee was notified of the debt and continue to accrue while an appeal is underway.
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